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Florida Senate - 2012 SB 1372

By Senator Alexander

17-01156-12 20121372
A bill to be entitled

An act relating to the Florida Hurricane Catastrophe
Fund; amending s. 215.555, F.S.; revising the
definitions of “retention” and “corporation”;
providing for calculation of an insurer’s
reimbursement premium and retention under the
reimbursement contract; revising coverage levels
available under the reimbursement contract; revising
aggregate coverage limits; providing for the phase-in
of changes to coverage levels and limits; revising the
cash build-up factor included in reimbursement
premiums; providing for phase-in; reducing maximum
allowable emergency assessments; changing the name of
the Florida Hurricane Catastrophe Fund Finance
Corporation; repealing provisions related to temporary
emergency options for additional coverage; terminating
the temporary increase in coverage limits option at
the end of the 2011-2012 contract year; limiting to
the 2012-2013 contract year provisions relating to the
TICL options addendum, TICL reimbursement premiums,
and the claims-paying capacity of the fund, to
conform; amending s. 627.0629, F.S.; conforming a

cross-reference; providing an effective date.
Be It Enacted by the Legislature of the State of Florida:
Section 1. Paragraphs (e) and (n) of subsection (2),

paragraphs (b) and (c) of subsection (4), paragraph (b) of

subsection (5), paragraphs (b) and (d) of subsection (6), and
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subsections (16), (17), and (18) of section 215.555, Florida
Statutes, are amended to read:

215.555 Florida Hurricane Catastrophe Fund.—

(2) DEFINITIONS.—As used in this section:

(e) “Retention” means the amount of losses below which an
insurer is not entitled to reimbursement from the fund. An
insurer’s retention shall be calculated as follows:

l.a. The board shall calculate and report to each insurer
the retention multiples for that year.

(I) For the contract year beginning June 1, 2005, the
retention multiple shall be equal to $4.5 billion divided by the
total estimated reimbursement premium for the contract year; for

subsequent years, up to and including the 2012-2013 contract

year, the retention multiple shall be equal to $4.5 billion,
adjusted based upon the reported exposure for the contract year
occurring 2 years before the particular contract year to reflect
the percentage growth in exposure to the fund for covered
policies since 2004, divided by the total estimated
reimbursement premium for the contract year.

(IT) For the contract year beginning June 1, 2013, the

retention multiple shall be equal to $8 billion divided by the

total estimated reimbursement premium for the contract year. For

subsequent years, the retention multiple shall be equal to $8

billion, adjusted based upon the reported exposure for the

contract year occurring 2 years before the particular contract

year to reflect the percentage growth in exposure to the fund

for covered policies since 2011, divided by the total

reimbursement premium for the contract year.

b. For the 2012-2013 contract year, total reimbursement
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premium for purposes of the calculation under this subparagraph
shall be estimated using the assumption that all insurers have
selected the 90-percent coverage level.

c. In order to implement the phase-in of reduced coverage

levels as provided in paragraph (4) (b), total reimbursement

premium for purposes of the calculation under this subparagraph

shall be estimated using the following assumptions:

(I) For the 2013-2014 contract year, the assumption is that

all insurers have selected the 85-percent coverage level.

(IT) For the 2014-2015 contract year, the assumption is

that all insurers have selected the 80-percent coverage level.

(ITT) For the 2015-2016 contract year and subsequent

contract years, the assumption is that all insurers have

selected the 75-percent coverage level.

2. The retention multiple as determined under subparagraph
1. shall be adjusted to reflect the coverage level elected by
the insurer.

a. For an insurer electing the maximum coverage level

available under paragraph (4) (b) for a particular contract year
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adjusted retention multiple is 100 percent of the amount
determined under subparagraph 1.

b. In order to implement the phase-in of reduced coverage

levels as provided in paragraph (4) (b), for an insurer electing

a coverage level other than the maximum coverage level, the

adjusted retention multiple is as follows:

(I) With respect to the 2012-2013 contract year, for an

insurer Fer—insurers electing the 75-percent coverage level, the

retention multiple is 90/75ths I26—pereent of the amount
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determined under subparagraph 1., and for an insurer Fer

inswrers electing the 45-percent coverage level, the adjusted
retention multiple is 90/45ths 286-—pereent of the amount
determined under subparagraph 1.

(IT) With respect to the 2013-2014 contract year, for an

insurer electing the 75-percent coverage level, the retention

multiple is 85/75ths of the amount determined under subparagraph

1., and for an insurer electing the 45-percent coverage level,

the retention multiple is 85/45ths of the amount determined

under subparagraph 1.

(ITT) With respect to the 2014-2015 contract year, for an

insurer electing the 75-percent coverage level, the retention

multiple is 80/75ths of the amount determined under subparagraph

1., and for an insurer electing the 45-percent coverage level,

the retention multiple is 80/45ths of the amount determined

under subparagraph 1.

(IV) With respect to the 2015-2016 contract year and

subsequent contract years, for an insurer electing the 75-

percent coverage level, the retention multiple is the amount

determined under subparagraph 1., and for an insurer electing

the 45-percent coverage level, the retention multiple is

75/45ths of the amount determined under subparagraph 1.

3. An insurer shall determine its provisional retention by
multiplying its provisional reimbursement premium by the
applicable adjusted retention multiple and shall determine its
actual retention by multiplying its actual reimbursement premium
by the applicable adjusted retention multiple.

4. For insurers who experience multiple covered events

causing loss during the contract year, beginning June 1, 2005,
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117| each insurer’s full retention shall be applied to each of the
118 covered events causing the two largest losses for that insurer.
119 For each other covered event resulting in losses, the insurer’s
120 retention shall be reduced to one-third of the full retention.
121 The reimbursement contract shall provide for the reimbursement
122 of losses for each covered event based on the full retention
123| with adjustments made to reflect the reduced retentions on or
124 after January 1 of the contract year provided the insurer
125| reports its losses as specified in the reimbursement contract.

126 n) “Corporation” means the State Board of Administration

(
127 Fleorida—Hurricane Catastrophe—Fund Finance Corporation created
128 in paragraph (6) (d).
129 (4) REIMBURSEMENT CONTRACTS.—
130 (b)l.a. The contract shall contain a promise by the board
131 to reimburse the insurer for a specified percentage 45—perecents

132 +5—pereent;—o0r 90—pereent of its losses from each covered event
133 in excess of the insurer’s retention, plus 5 percent of the
134 reimbursed losses to cover loss adjustment expenses.

135 b. The available coverage levels are as follows:

136 (I) For the 2012-2013 contract year, 90 percent, 75

137 percent, and 45 percent.
138 (IT) For the 2013-2014 contract year, 85 percent, 75

139 percent, and 45 percent.

140 (ITT) For the 2014-2015 contract year, 80 percent, 75

141| percent, and 45 percent.

142 (IV) For the 2015-2016 contract year and subsequent

143 contract years, 75 percent and 45 percent.

144 2.a. The insurer must elect one of the percentage coverage

145 levels specified in this paragraph and may, upon renewal of a
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146 reimbursement contract, elect a lower percentage coverage level
147 if no revenue bonds issued under subsection (6) after a covered
148 event are outstanding, or elect a higher percentage coverage
149 level, regardless of whether or not revenue bonds are
150 outstanding. All members of an insurer group must elect the same
151| percentage coverage level. Any joint underwriting association,
152 risk apportionment plan, or other entity created under s.
153 627.351 must elect the maximum 96-pereernt coverage level

154 available under subparagraph 1.

155 b. In order to implement the phase-in of reduced coverage

156 levels as provided in subparagraph 1., and notwithstanding any

157| provisions of sub-subparagraph a. to the contrary, if revenue

158 bonds issued under subsection (6) after a covered event are

159| outstanding and the insurer has elected the maximum coverage

160 level available under subparagraph 1., the insurer must, upon

161l renewal of the reimbursement contract, elect the maximum

162 coverage level available under subparagraph 1. for the renewal

163 contract year.

164 3. The contract shall provide that reimbursement amounts
165 shall not be reduced by reinsurance paid or payable to the

166 insurer from other sources.

167 4. Notwithstanding any other provision contained in this
168 section, the board shall make available to insurers that

169| purchased coverage provided by this subparagraph in 2008,

170 insurers qualifying as limited apportionment companies under s.
171 627.351(6) (c), and insurers that have been approved to

172 participate in the Insurance Capital Build-Up Incentive Program
173| pursuant to s. 215.5595 a contract or contract addendum that

174| provides an additional amount of reimbursement coverage of up to
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The premium to be charged for this additional

reimbursement coverage shall be 50 percent of the additional

reimbursement coverage provided, which shall include one prepaid

reinstatement.

The minimum retention level that an eligible

participating insurer must retain associated with this

additional coverage layer is 30 percent of the insurer’s surplus

as—ofDPeecember 3+—2008—For+the 2000201 0——~ceontract—year;—as—of
Deeember 315;—2008—Fer—+the 20102011 —~contract—year;—and as of
December 31, 2010, for the 2011-2012 contract year. This
coverage shall be in addition to all other coverage that may be

provided under this section. The

under this subparagraph shall be

paying capacity as defined in subparagraph

(c)1.,

coverage provided by the fund
in addition to the claims-

but only with

respect to those insurers that select the additional coverage

option and meet the requirements of this subparagraph.

The

claims-paying capacity with respect to all other participating

insurers and limited apportionment companies that do not select

the additional coverage option shall be limited to their

reimbursement premium’s proportionate share of the actual

claims-paying capacity otherwise defined in subparagraph

(c) 1.

and as provided for under the terms of the reimbursement

contract.

The optional coverage retention as specified shall be

accessed before the mandatory coverage under the reimbursement

contract,
option is exhausted,
coverage will apply.
concurrently with mandatory coverage
on May 31, 2012.

(c)1l.

but once the limit of coverage selected under this
the insurer’s retention under the mandatory

This coverage will apply and be paid

This subparagraph expires
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204| of the board with respect to all contracts covering a particular
205| contract year shall not exceed the actual claims-paying capacity

206 of the fund up to the limit specified in this subparagraph.

207 a. For the 2012-2013 contract year, the limit is $17

208| billion.

209 b. For the 2013-2014 contract year, the limit is $15.5

210| billion.

211 c. For the 2014-2015 contract year, the limit is $14

212 billion.

213 d. For the 2015-2016 contract year and subsequent contract
214| vyears, the limit is $12 billion.

215 e. For contract years after the 2015-2016 contract year, if
216| a—dimiteof St bittion for that contraet year—untess the board

217| determines that there is sufficient estimated claims-paying
218 capacity to provide $12 $3% billion of capacity for the current
219| contract year and an additional $12 $4% billion of capacity for

220 subsequent contract years—Ff—+the board makes—Ssuch o

221| determination, the estimated claims-paying capacity for the
222| particular contract year shall be determined by adding to the
223| 812 $3% billion limit one-half of the fund’s estimated claims-
224| paying capacity in excess of $24 $34 billion. However, the

225 dollar growth in the limit may not increase in any year by an

226| amount greater than the dollar growth of the balance of the fund

227 as of December 3l—tess—any premiums—or—interest—attributable—+eo

228 optionat—ecoverage, as defined by rule, which occurred over the

229| prior calendar year.
230 2. In May and October of the contract year, the board shall
231| publish in the Florida Administrative Weekly a statement of the

232 fund’s estimated borrowing capacity, the fund’s estimated
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claims-paying capacity, and the projected balance of the fund as
of December 31. After the end of each calendar year, the board
shall notify insurers of the estimated borrowing capacity,
estimated claims-paying capacity, and the balance of the fund as
of December 31 to provide insurers with data necessary to assist
them in determining their retention and projected payout from
the fund for loss reimbursement purposes. In conjunction with
the development of the premium formula, as provided for in
subsection (5), the board shall publish factors or multiples
that assist insurers in determining their retention and
projected payout for the next contract year. For all regulatory
and reinsurance purposes, an insurer may calculate its projected
payout from the fund as its share of the total fund premium for
the current contract year multiplied by the sum of the projected
balance of the fund as of December 31 and the estimated
borrowing capacity for that contract year as reported under this
subparagraph.

(5) REIMBURSEMENT PREMIUMS.-—

(b)1. The State Board of Administration shall select an
independent consultant to develop a formula for determining the
actuarially indicated premium to be paid to the fund. The
formula shall specify, for each zip code or other limited
geographical area, the amount of premium to be paid by an
insurer for each $1,000 of insured value under covered policies
in that zip code or other area. In establishing premiums, the
board shall consider the coverage elected under paragraph (4) (b)
and any factors that tend to enhance the actuarial
sophistication of ratemaking for the fund, including

deductibles, type of construction, type of coverage provided,
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and other such factors deemed

by the board to be appropriate.

2. The formula must provide for a cash build-up factor as

specified in this subparagraph. Fer—the

2000201 N
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a. For the 2011-2012 contract year,

percent.
b.

percent.

c. For the 2013-2014

For the 2012-2013

the factor

contract year, the factor is 20

contract year amnd—thereafter, the

factor is 25 percent.

d. For the 2014-2015 contract year, the factor is 30
percent.

e. For the 2015-2016 contract year, the factor is 35
percent.

f. For the 2016-2017 contract year, the factor is 40
percent.

g. For the 2017-2018 contract year, the factor is 45
percent.

h. For the 2018-2019 contract year and subsequent contract
years, the factor is 50 percent.

3. The formula may provide for a procedure to determine the

premiums to be paid by new insurers that begin writing covered

policies after the beginning of a contract year,

consideration
the potential
the fund, the

fund, and any

CODING: Words strieken are deletions;

taking into
when the insurer starts writing covered policies,
exposure of the insurer, the potential exposure of
administrative costs to the insurer and to the
other factors deemed appropriate by the board. The
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291 formula must be approved by unanimous vote of the board. The
292| board may, at any time, revise the formula pursuant to the

293| procedure provided in this paragraph.

294 (6) REVENUE BONDS.—
295 (b) Emergency assessments—
296 1. If the board determines that the amount of revenue

297 produced under subsection (5) is insufficient to fund the

298 obligations, costs, and expenses of the fund and the

299 corporation, including repayment of revenue bonds and that

300| portion of the debt service coverage not met by reimbursement
301| premiums, the board shall direct the Office of Insurance

302 Regulation to levy, by order, an emergency assessment on direct
303| premiums for all property and casualty lines of business in this
304 state, including property and casualty business of surplus lines
305 insurers regulated under part VIII of chapter 626, but not

306 including any workers’ compensation premiums or medical

307| malpractice premiums. As used in this subsection, the term

308 “property and casualty business” includes all lines of business
309 identified on Form 2, Exhibit of Premiums and Losses, in the

310 annual statement required of authorized insurers by s. 624.424
311 and any rule adopted under this section, except for those lines
312 identified as accident and health insurance and except for

313| policies written under the National Flood Insurance Program. The
314 assessment shall be specified as a percentage of direct written
315| premium and is subject to annual adjustments by the board in

316| order to meet debt obligations. The same percentage shall apply
317 to all policies in lines of business subject to the assessment
318 issued or renewed during the 12-month period beginning on the

319 effective date of the assessment.
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320 2.a. A premium is not subject to an annual assessment under
321| this paragraph in excess of 6 percent of premium with respect to
322 obligations arising out of losses attributable to any one

323 contract year prior to the 2015-2016 contract year, and a

324| premium is not subject to an aggregate annual assessment under

325| this paragraph in excess of 10 percent of premium if all of the

326| losses that generated the obligations were attributable to

327 contract years prior to the 2015-2016 contract year. An annual

328 assessment under this paragraph shall continue as long as the
329 revenue bonds issued with respect to which the assessment was
330 imposed are outstanding, including any bonds the proceeds of
331 which were used to refund the revenue bonds, unless adequate
332| provision has been made for the payment of the bonds under the
333| documents authorizing issuance of the bonds.

334 b. Except as provided in sub-subparagraph a., a premium is

335| not subject to an annual assessment under this paragraph in

336| excess of 5 percent of premium with respect to obligations

337 arising out of losses attributable to any one contract year, and

338 a premium is not subject to an aggregate annual assessment under

339 this paragraph in excess of 8 percent of premium. An annual

340 assessment under this paragraph shall continue as long as the

341 revenue bonds issued with respect to which the assessment was

342 imposed are outstanding, including any bonds the proceeds of

343 which were used to refund the revenue bonds, unless adequate

344 provision has been made for the payment of the bonds under the

345 documents authorizing issuance of the bonds.

346 3. Emergency assessments shall be collected from
347 policyholders. Emergency assessments shall be remitted by

348 insurers as a percentage of direct written premium for the
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349| preceding calendar quarter as specified in the order from the
350| Office of Insurance Regulation. The office shall verify the
351 accurate and timely collection and remittance of emergency
352 assessments and shall report the information to the board in a
353 form and at a time specified by the board. Each insurer
354 collecting assessments shall provide the information with
355| respect to premiums and collections as may be required by the
356| office to enable the office to monitor and verify compliance
357 with this paragraph.

358 4. With respect to assessments of surplus lines premiums,
359| each surplus lines agent shall collect the assessment at the
360 same time as the agent collects the surplus lines tax required
361| by s. 626.932, and the surplus lines agent shall remit the

362 assessment to the Florida Surplus Lines Service Office created
363| by s. 626.921 at the same time as the agent remits the surplus
364 lines tax to the Florida Surplus Lines Service Office. The

365 emergency assessment on each insured procuring coverage and

366 filing under s. 626.938 shall be remitted by the insured to the
367 Florida Surplus Lines Service Office at the time the insured
368| pays the surplus lines tax to the Florida Surplus Lines Service
369| Office. The Florida Surplus Lines Service Office shall remit the
370 collected assessments to the fund or corporation as provided in
371 the order levied by the Office of Insurance Regulation. The

372 Florida Surplus Lines Service Office shall verify the proper
373 application of such emergency assessments and shall assist the
374| board in ensuring the accurate and timely collection and

375 remittance of assessments as required by the board. The Florida
376| Surplus Lines Service Office shall annually calculate the

377 aggregate written premium on property and casualty business,
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other than workers’ compensation and medical malpractice,
procured through surplus lines agents and insureds procuring
coverage and filing under s. 626.938 and shall report the
information to the board in a form and at a time specified by
the board.

5.a. Any assessment authority not used for a particular
contract year may be used for a subsequent contract year. If,
for a subsequent contract year, the board determines that the
amount of revenue produced under subsection (5) is insufficient
to fund the obligations, costs, and expenses of the fund and the
corporation, including repayment of revenue bonds and that
portion of the debt service coverage not met by reimbursement
premiums, the board shall direct the Office of Insurance
Regulation to levy an emergency assessment up to an amount not
exceeding the amount of unused assessment authority from a
previous contract year or years, plus an additional 4 percent,

if preovided—that the assessments in the aggregate do not exceed

the limits specified in subparagraph 2. and all of the losses

that generated the obligations were attributable to contract

years prior to the 2015-2016 contract year.

b. Except as provided in sub-subparagraph a., any

assessment authority not used for a particular contract year may

be used for a subsequent contract year. If, for a subsequent

contract year, the board determines that the amount of revenue

produced under subsection (5) is insufficient to fund the

obligations, costs, and expenses of the fund and the

corporation, including repayment of revenue bonds and that

portion of the debt service coverage not met by reimbursement

premiums, the board shall direct the Office of Insurance
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407 Regulation to levy an emergency assessment up to an amount not

408| exceeding the amount of unused assessment authority from a

409| previous contract year or years, plus an additional 3 percent,

410 if the assessments in the aggregate do not exceed the limits

411 specified in subparagraph 2.

412 6. The assessments otherwise payable to the corporation

413| under this paragraph shall be paid to the fund unless and until
414| the Office of Insurance Regulation and the Florida Surplus Lines
415 Service Office have received from the corporation and the fund a
416 notice, which shall be conclusive and upon which they may rely
417| without further inquiry, that the corporation has issued bonds
418 and the fund has no agreements in effect with local governments
419| under paragraph (c). On or after the date of the notice and

420 until the date the corporation has no bonds outstanding, the

421 fund shall have no right, title, or interest in or to the

422 assessments, except as provided in the fund’s agreement with the
423 corporation.

424 7. Emergency assessments are not premium and are not

425 subject to the premium tax, to the surplus lines tax, to any

426 fees, or to any commissions. An insurer is liable for all

427 assessments that it collects and must treat the failure of an
428 insured to pay an assessment as a failure to pay the premium. An
429| insurer is not liable for uncollectible assessments.

430 8. When an insurer is required to return an unearned

431| premium, it shall also return any collected assessment

432 attributable to the unearned premium. A credit adjustment to the
433 collected assessment may be made by the insurer with regard to
434 future remittances that are payable to the fund or corporation,

435 but the insurer is not entitled to a refund.
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436 9. When a surplus lines insured or an insured who has
437| procured coverage and filed under s. 626.938 is entitled to the
438 return of an unearned premium, the Florida Surplus Lines Service
439| Office shall provide a credit or refund to the agent or such
440 insured for the collected assessment attributable to the
441| unearned premium prior to remitting the emergency assessment
442 collected to the fund or corporation.
443 10. The exemption of medical malpractice insurance premiums
444 from emergency assessments under this paragraph is repealed May
445 31, 2013, and medical malpractice insurance premiums shall be

446 subject to emergency assessments attributable to loss events

447 occurring in the contract years commencing on June 1, 2013.

448 (d) State Board of Administration FleridaHurricane
449| <Eatastrephe—+Fund Finance Corporation.—
450 1. In addition to the findings and declarations in

451 subsection (1), the Legislature also finds and declares that:
452 a. The public benefits corporation created under this

453| paragraph will provide a mechanism necessary for the cost-

454 effective and efficient issuance of bonds. This mechanism will
455 eliminate unnecessary costs in the bond issuance process,

456| thereby increasing the amounts available to pay reimbursement
457 for losses to property sustained as a result of hurricane

458 damage.

459 b. The purpose of such bonds is to fund reimbursements
460 through the Florida Hurricane Catastrophe Fund to pay for the
461 costs of construction, reconstruction, repair, restoration, and
462 other costs associated with damage to properties of

463| policyholders of covered policies due to the occurrence of a

464 hurricane.
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c. The efficacy of the financing mechanism will be enhanced
by the corporation’s ownership of the assessments, by the
insulation of the assessments from possible bankruptcy
proceedings, and by covenants of the state with the
corporation’s bondholders.
2.a. There is created a public benefits corporation, which
is an instrumentality of the state, to be known as the State

Board of Administration Flerida Hurricane Caotastrophe Fund

Finance Corporation.

b. The corporation shall operate under a five-member board
of directors consisting of the Governor or a designee, the Chief
Financial Officer or a designee, the Attorney General or a

designee, the director of the Division of Bond Finance of the

State Board of Administration, and the Chief Operating Officer
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c. The corporation has all of the powers of corporations
under chapter 607 and under chapter 617, subject only to the
provisions of this subsection.

d. The corporation may issue bonds and engage in such other
financial transactions as are necessary to provide sufficient
funds to achieve the purposes of this section.

e. The corporation may invest in any of the investments
authorized under s. 215.47.

f. There shall be no liability on the part of, and no cause
of action shall arise against, any board members or employees of
the corporation for any actions taken by them in the performance
of their duties under this paragraph.

3.a. In actions under chapter 75 to validate any bonds
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494 issued by the corporation, the notice required by s. 75.06 shall
495| Dbe published only in Leon County and in two newspapers of
496| general circulation in the state, and the complaint and order of
497 the court shall be served only on the State Attorney of the
498 Second Judicial Circuit.
499 b. The state hereby covenants with holders of bonds of the
500 corporation that the state will not repeal or abrogate the power
501 of the board to direct the Office of Insurance Regulation to
502 levy the assessments and to collect the proceeds of the revenues
503 pledged to the payment of such bonds as long as any such bonds
504 remain outstanding unless adequate provision has been made for
505 the payment of such bonds pursuant to the documents authorizing
506 the issuance of such bonds.
507 4. The bonds of the corporation are not a debt of the state
508 or of any political subdivision, and neither the state nor any
509| political subdivision is liable on such bonds. The corporation
510 does not have the power to pledge the credit, the revenues, or
511 the taxing power of the state or of any political subdivision.
512 The credit, revenues, or taxing power of the state or of any
513| political subdivision shall not be deemed to be pledged to the
514| payment of any bonds of the corporation.
515 5.a. The property, revenues, and other assets of the
516 corporation; the transactions and operations of the corporation
517 and the income from such transactions and operations; and all
518| bonds issued under this paragraph and interest on such bonds are
519| exempt from taxation by the state and any political subdivision,
520 including the intangibles tax under chapter 199 and the income
521 tax under chapter 220. This exemption does not apply to any tax

522 imposed by chapter 220 on interest, income, or profits on debt
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523| obligations owned by corporations other than the State Board of
524| Administration FlreridaHurricane CaotastrepheFund Finance

525 Corporation.

526 b. All bonds of the corporation shall be and constitute

527 legal investments without limitation for all public bodies of
528| this state; for all banks, trust companies, savings banks,

529 savings associations, savings and loan associations, and

530 investment companies; for all administrators, executors,

531 trustees, and other fiduciaries; for all insurance companies and
532 associations and other persons carrying on an insurance

533| business; and for all other persons who are now or may hereafter
534| be authorized to invest in bonds or other obligations of the

535 state and shall be and constitute eligible securities to be

536 deposited as collateral for the security of any state, county,
537| municipal, or other public funds. This sub-subparagraph shall be
538 considered as additional and supplemental authority and shall
539| not be limited without specific reference to this sub-

540 subparagraph.

541 6. The corporation and its corporate existence shall

542 continue until terminated by law; however, no such law shall

543 take effect as long as the corporation has bonds outstanding

544 unless adequate provision has been made for the payment of such
545| Dbonds pursuant to the documents authorizing the issuance of such
546| bonds. Upon termination of the existence of the corporation, all
547 of its rights and properties in excess of its obligations shall
548| pass to and be vested in the state.

549 7. The State Board of Administration Finance Corporation is

550 for all purposes the successor to the Florida Hurricane

551| Catastrophe Fund Finance Corporation.
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697 i i
698

699 | +thedndustry retention tevel ecatleutated uvrnder poaragraph {2+
700

701

702

703 shall—rot—otherwise affectanvy Insurerlis—reimbursement—from—the
704| fonpds

705 (16)4++H- TEMPORARY INCREASE IN COVERAGE LIMIT OPTIONS.—
706 (a) Findings and intent.—

707 1. The Legislature finds that:

708 a. Because of temporary disruptions in the market for

709| catastrophic reinsurance, many property insurers were unable to
710| procure sufficient amounts of reinsurance for the 2006 hurricane
711 season or were able to procure such reinsurance only by

712 incurring substantially higher costs than in prior years.

713 b. The reinsurance market problems were responsible, at

714 least in part, for substantial premium increases to many

715 consumers and increases in the number of policies issued by

716 Citizens Property Insurance Corporation.

717 c. It is likely that the reinsurance market disruptions

718| will not significantly abate prior to the 2007 hurricane season.
719 2. It is the intent of the Legislature to create options
720 for insurers to purchase a temporary increased coverage limit
721 above the statutorily determined limit in subparagraph (4) (c

)
722| applicable for the 2880+H—2668+—2000—"2010+ 2011+——=28+2—and—2013

723 hurricane season seasens, to address market disruptions and
724 enable insurers, at their option, to procure additional coverage

725 from the Florida Hurricane Catastrophe Fund.
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(b) Applicability of other provisions of this section.—All

provisions of this section and the rules adopted under this

section apply to the coverage created by this subsection unless

specifically superseded by provisions in this subsection.

(c) Optional coverage.—For the 2609-20310+—2630-20+++ 2011~

)
20122012201 3+——and—2013-203+4 contract year sears, the board

shall offer+—Fer—ecach of sueh yearsy the optional coverage as
provided in this subsection.

(d) Additional definitions.—As used in this subsection, the
term:

1. “FHCF” means Florida Hurricane Catastrophe Fund.

2. “FHCF reimbursement premium” means the premium paid by
an insurer for its coverage as a mandatory participant in the
FHCF, but does not include additional premiums for optional
coverages.

3. “Payout multiple” means the number or multiple created
by dividing the statutorily defined claims-paying capacity as
determined in subparagraph (4) (c)l. by the aggregate
reimbursement premiums paid by all insurers estimated or
projected as of calendar year-end.

4. “TICL” means the temporary increase in coverage limit.

5. “TICL options” means the temporary increase in coverage
options created under this subsection.

6. “TICL insurer” means an insurer that has opted to obtain
coverage under the TICL options addendum in addition to the
coverage provided to the insurer under its FHCF reimbursement
contract.

7. “TICL reimbursement premium” means the premium charged

by the fund for coverage provided under the TICL option.
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813| coverage, an insurer shall add its TICL coverage multiple to its
814| payout multiple. The total shall represent a number that, when
815| multiplied by an insurer’s FHCF reimbursement premium for a
816| given reimbursement contract year, defines an insurer’s total
817 limit of FHCF reimbursement coverage for that reimbursement
818 contract year.

819 10. “TICL options addendum” means an addendum to the

820| reimbursement contract reflecting the obligations of the fund
821 and insurers selecting an option to increase an insurer’s FHCF
822 coverage limit.

823 (e) TICL options addendum.—

824 1. The TICL options addendum shall provide for

825| reimbursement of TICL insurers for covered events occurring

826| during the 2660-20107-—20310-20117—2031-2012+ 2012-2013+——nd—2633

827| 2634 contract year syears in exchange for the TICL reimbursement
828| premium paid into the fund under paragraph (f) based on the TICL
829 coverage available and selected for each respective contract

830 year. Any insurer writing covered policies has the option of

831 selecting an increased limit of coverage under the TICL options
832 addendum and shall select such coverage at the time that it

833| executes the FHCF reimbursement contract.

834 2. The TICL addendum shall contain a promise by the board
835| to reimburse the TICL insurer for 45 percent, 75 percent, or 90
836| percent of its losses from each covered event in excess of the
837 insurer’s retention, plus 5 percent of the reimbursed losses to
838 cover loss adjustment expenses. The percentage shall be the same
839 as the coverage level selected by the insurer under paragraph
840 (4) (b) .

841 3. The TICL addendum shall provide that reimbursement
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amounts shall not be reduced by reinsurance paid or payable to
the insurer from other sources.

4. The priorities, schedule, and method of reimbursements
under the TICL addendum shall be the same as provided under
subsection (4).

(f) TICL reimbursement premiums.—Each TICL insurer shall
pay to the fund, in the manner and at the time provided in the
reimbursement contract for payment of reimbursement premiums, a
TICL reimbursement premium determined as specified in subsection
(5), except that a cash build-up factor does not apply to the

TICL reimbursement premiums. However, the TICL reimbursement

premium shall be increased in the 2088-2010—~ceontract—year by —=
ot~ + 1 1T+ 201 0 -207T 71 ~~Arm+ o~ ENEVSI 2N ENEE SN SIANE £
[ S 6P N W WPl N g L.,VVU, 1T T AV np v |\ S AL i R U Sy &P B Wy wy _Y\.,(./LJ_ LJ_Y & [ S @) N NP WP W e
G N NN 2NT11 201D At n o At o PN PP SN £ £ S i
L_,J.LJ_\_,\_,, 1T T |\ S A o oUTTI T oT T _Y\.,(./LJ_ LJ_Y & [ S @ N NPy WP W e ULy 1T

g) Effect on claims-paying capacity of the fund.—For the
Al

2009-2010+—2010-20117—2011-2012+ 2012-2013+—and—20+3-2034

7
contract year syea¥rs, the program created by this subsection
shall increase the claims-paying capacity of the fund as
provided in subparagraph (4) (c)l. by an amount not to exceed $4
£42 billion and shall depend on the TICL coverage options
available and selected for the specified contract year and the
number of insurers that select the TICL optional coverage. The
additional capacity shall apply only to the additional coverage
provided under the TICL options and shall not otherwise affect
any insurer’s reimbursement from the fund if the insurer chooses
not to select the temporary option to increase its limit of

coverage under the FHCF.
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871 (17)4+8» FACILITATION OF INSURERS’ PRIVATE CONTRACT
872 NEGOTIATIONS BEFORE THE START OF THE HURRICANE SEASON.—
873 (a) In addition to the legislative findings and intent
874| provided elsewhere in this section, the Legislature finds that:
875 l.a. Because a regular session of the Legislature begins
876 approximately 3 months before the start of a contract year and
877 ends approximately 1 month before the start of a contract year,
878| participants in the fund always face the possibility that
879 legislative actions will change the coverage provided or offered
880| by the fund with only a few days or weeks of advance notice.
881 b. The timing issues described in sub-subparagraph a. can
882 create uncertainties and disadvantages for the residential
883| property insurers that are required to participate in the fund
884| when such insurers negotiate for the procurement of private
885 reinsurance or other sources of capital.
886 c. Providing participating insurers with a greater degree
887 of certainty regarding the coverage provided or offered by the
888 fund and more time to negotiate for the procurement of private
889 reinsurance or other sources of capital will enable the
890 residential property insurance market to operate with greater
891 stability.
892 d. Increased stability in the residential property
893 insurance market serves a primary purpose of the fund and
894| Dbenefits Florida consumers by enabling insurers to operate more
895 economically. In years when reinsurance and capital markets are
896| experiencing a capital shortage, the last-minute rush by
897 insurers only weeks before the start of the hurricane season to
898| procure adequate coverage in order to meet their capital

899 requirements can result in higher costs that are passed on to
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900 Florida consumers. However, 1f more time is available,
901| residential property insurers should experience greater
902 competition for their business with a corresponding beneficial
903 effect for Florida consumers.
904 2. It is the intent of the Legislature to provide insurers
905| with the terms and conditions of the reimbursement contract well
906| 1in advance of the insurers’ need to finalize their procurement
907 of private reinsurance or other sources of capital, and thereby
908 improve insurers’ negotiating position with reinsurers and other
909 sources of capital.
910 3. It is also the intent of the Legislature that the board
911| publish the fund’s maximum statutory limit of coverage and the
912 fund’s total retention early enough that residential property
913 insurers can have the opportunity to better estimate their
914 coverage from the fund.
915 (b) The board shall adopt the reimbursement contract for a
916| particular contract year by February 1 of the immediately
917| preceding contract year. However, the reimbursement contract
918 shall be adopted as soon as possible in advance of the 2010-2011
919 contract year.
920 (c) Insurers writing covered policies shall execute the
921 reimbursement contract by March 1 of the immediately preceding
922 contract year, and the contract shall have an effective date as
923 defined in paragraph (2) (o).
924 (d) The board shall publish in the Florida Administrative
925| Weekly the maximum statutory adjusted capacity for the mandatory
926| coverage for a particular contract year, the maximum statutory
927 coverage for any optional coverage for the particular contract

928 year, and the aggregate fund retention used to calculate
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929| individual insurer’s retention multiples for the particular
930 contract year no later than January 1 of the immediately
931| preceding contract year.
932 Section 2. Subsection (5) of section 627.0629, Florida
933 Statutes, is amended to read:
934 627.0629 Residential property insurance; rate filings.—
935 (5) In order to provide an appropriate transition period,
936| an insurer may implement an approved rate filing for residential
937| property insurance over a period of years. Such insurer must
938| provide an informational notice to the office setting out its
939 schedule for implementation of the phased-in rate filing. The
940| 1insurer may include in its rate the actual cost of private
941 market reinsurance that corresponds to available coverage of the
942 Temporary Increase in Coverage Limits, TICL, from the Florida
943| Hurricane Catastrophe Fund. The insurer may also include the
944 cost of reinsurance to replace the TICL reduction implemented
945| pursuant to s. 215.555(16) (d)9 s+—2+5=

qn

9. However, this

BB ¢
oo\

946 cost for reinsurance may not include any expense or profit load
947 or result in a total annual base rate increase in excess of 10
948| percent.

949 Section 3. This act shall take effect upon becoming a law.
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